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Fraud encompasses, among other things, the theory of fraudulent inducement.' A claim of fraud in the inducement arises 
when a party is induced to enter into an agreement through fraud or misrepresentation; the fraud relates not to the nature or 
purport of the contract but to the facts inducing its execution.’ Fraud in the inducement, which is a subset of the tort of fraud, 
occurs when the promisor knows what he or she is signing but his or her consent is induced by fraud, when mutual assent is 
present, and a contract is formed, which, by reason of the fraud, is voidable.* A tort of fraudulent inducement means that one 
has been led by another’s guile, surreptitiousness, or other form of deceit to enter into an agreement to his or her detriment.’ 
Fraud in the inducement goes to the means used to induce a party to enter into a contract, and in such cases, the party knows 
the character of the instrument and intends to execute it, but the contract may be voidable if the party’s consent was obtained 
by false representations.’ To state a claim for fraud in the inducement, the party must allege: (1) a material misrepresentation 
of a presently existing or past fact; (2) an intent to deceive; (3) reasonable reliance on the misrepresentation; and (4) resulting 
damages.° Fraudulent inducement is a type of fraud that occurs when a material false representation 1s made and (1) was 
known to be false when made; (2) was intended to be acted upon; (3) was relied upon; and (4) caused injury.’ To prove 
fraudulent inducement, a plaintiff must establish (1) a false representation concerning a fact or, in the face of a duty to 
disclose, concealment of a fact, material to the transaction; (2) knowledge of the falsity of the representation or utter 
disregard for its truthfulness; (3) intent to induce reliance on the representation; (4) justifiable reliance upon the 
representation under circumstances manifesting a right to rely; and (5) injury proximately caused by the reliance.’ 


Fraud in the factum, as distinguished from fraud in the inducement, means either fraud in the substitution of documents or 
fraud in the obtaining of execution’ or delivery." 
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Under Indiana law, to prove fraudulent inducement, a party must demonstrate a false material representation of fact; that was 
made with knowledge or reckless disregard of its falsity with an intent to deceive; and that the party reasonably relied upon 
the misrepresentation, which was the proximate cause of its injury. Judson Atkinson Candies, Inc. v. Kenray Associates, Inc., 
719 F.3d 635 (7th Cir. 2013). 
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